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PETITION FOR CLARIFICATION

INTRODUCTION

The RBOC/GTE/SNET Payphone Coalition (the “Coalition”) hereby requests that the
Commission clarify, on a going-forward basis, which interexchange carrier is the party responsible
for payment of per-call compensation when a dial-around or subscriber call is made from a
payphone.! The Commission's effort to assign this obligation based on whether the interexchange
carrier is “facilities-based” or owns or leases “switching capability” has led to disagreements
among PSPs and IXCs, and has encouraged some IXCs to shirk their payment responsibilities.
This has in turn contributed to a serious shortfall in payments of per-call compensation.

As the Coalition explained in its letter of November 17, 1998, under the Commission's
current rules, the owner of the “first switch” to which a compensable call is routed from the local
network serving the PSP is liable for per-call compensation unless some other carrier expressly

identifies itself to the PSP as having the obligation and actually undertakes to pay per-call

'In its Third Report and Order, the Commission encouraged parties to file for clarification
regarding the entity that is required to pay per-call compensation. Third Report and Order, and
Order on Reconsideration of the Second Report and Order, Implementation of the Pay Telephone

Reclassification and Compensation Provisions of the Telecommunications Act of 1996, CC
Docket No. 96-128, FCC 99-7, | 162 (rel. Feb. 4, 1999).




compensation on those calls. As this rule is better enforced, it will go some distance towards
reducing the shortfall in compensation. On a going-forward basis, however, the Coalition believes
that the best way to reduce the shortfall would be to place the obligation for payment of per-call
compensation on the entity identified by the Carrier Identification Code (“CIC”) used to route the
compensable call from the Local Exchange Carrier's network. The use of the CIC to identify the
party responsible for payment of per-call compensation is the most efficient way to ensure that the
party responsible for compensation is aware of its obligations, and to facilitate the reconciliation
of payment obligations between PSPs and IXCs. The Coalition therefore requests that the
Commission seek comment on this proposal and quickly issue a ruling to implement it.2
DISCUSSION

The current per-call compensation regime shortchanges PSPs because it is based on the
assumption — an assumption that no party can defend — that PSPs collect 100 percent of the
per-call compensation due to them from IXCs. Yet as the Coalition has emphasized in prior
submissions in this docket, Coalition members have found that the amount of compensation
received from some of the major interexchange carriers has been from 20 to more than 50 percent
less than the amount that Coalition members expected, based on their own records. In the case of
many smaller IXCs, the shortfall has been even more dramatic — up to 100 percent of expected

compensation. Many factors contribute to this shortfall. Two of the more significant problems

’The Coalition believes that the Commission may reinterpret its existing rules on a
prospective basis without engaging in a full rulemaking. The Commission should read the phrase
“every carrier to whom a completed call from a payphone is routed” in its current rules to mean
the CIC assignee, thus “terminating a controversy.” See 47 CF.R. § 1.2. To the extent that the
Commission believes that this prospective clarification would amount to the “amendment” of a
rule or regulation, however, the Coalition requests that the Commission treat this Petition as a
Petition for rulemaking under section 1.401 of the Commission's rules. See 47 C.F.R. § 1.401.
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have been disputes over the assignment of per-call compensation obligations, and the
unwillingness or inability of IXCs to provide detailed accounting of the calls for which they are
paying compensation.

Section 64.1300(a) of the Commission’s Rules requires that “every carrier to whom a
completed call from a payphone is routed shall compensate the payphone service provider . . . .”
47 CF.R. § 64.1300(a). When a compensable call from a payphone is carried by more than one
IXC, however, there have been disagreements among PSPs and IXCs over which of the carriers is
responsible for payment of compensation. In the Coalition's view, because the rules require the
carrier to whom a completed call is routed to pay compensation, and because the Commission has
made clear that this duty generally applies to facilities-based carriers, the owner of the first switch
is responsible for per-call compensation — unless (as the Commission and the Bureau have held)
a facilities-based reseller affirmatively identifies itself to the PSP as responsible for the payment of
compensation and actually undertakes to pay per-call compensation on those calls.?

This division of responsibilities between facilities-based carriers and facilities-based
resellers has significant drawbacks. As an initial matter, the Commission has never determined
what sort of “facilities” a reseller must own or lease in order to be able to relieve an underlying
carrier of payment obligations. Moreover, although Coalition members and major IXCs have
worked together in an effort to improve call tracking and reconciliation, those efforts have proved
inadequate. The fundamental problem is that IXCs have claimed that their systems are not
designed to provide the level of call detail that would permit reconciliation of the calls sent to

their switches and the calls for which they have paid. Instead, the IXCs have only reported on the

3The Coalition's position was set forth in its ex parte letter of November 17, 1998.
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number of calls for which they have paid — they have not (and reportedly cannot) account for
calls that they pass on to switch-based resellers. Many IXCs appear to have used this situation as
a pretext for evading their payment responsibilities. The proof of this is the dramatic shortfall in
compensation payments.

The fundamental weakness of the Commission's distinctions — among facilities-based
carriers and switch-based and non-switch-based resellers — is that those distinctions do not
correspond to the way in which calls are routed and tracked within the telephone network. To
improve the efficiency of the per-call compensation mechanism, therefore, the Commission should
rely on existing network structures to assign payment obligations. Specifically, the Commission
should require the carrier identified by the CIC associated with the compensable call to pay per-
call compensation for that call.

The very purpose of Carrier Identification Codes is to provide routing and billing
information for calls from end users via trunk-side connections to IXCs. The CIC identifies a
trunk to which the call is physically routed. When, for example, a subscriber 800 call is originated
on the local exchange network, the local exchange carrier must perform a database look-up to
know where to route the call. That information is provided by the CIC. For each 800 call routed
from the local exchange network, there is an associated CIC which the LEC uses for billing
purposes. Notably, for each call, the CIC is unique.

The advantages of assigning the obligation for payment of per-call compensation to the
assignee of the CIC are clear. There is one and only one CIC assigned to each call from a
payphone, so the CIC assignee is unique. Moreover, the CIC is already used to bill charges for

access to the local network; it makes sense also to use the CIC to assign responsibility for




payment of access to payphones. Third, by adopting this “CIC” solution, the Commission builds
on existing network structures: the CIC associated with the call will identify the party with the
payment obligation.

In responding to the Coalition's earlier suggestion that the Commission assign
responsibility for payment of per-call compensation to the CIC assignee, Sprint raised two
questions.* First, Sprint noted that some CICs are assigned to resellers that are not facilities
based. That is true (and the Coalition has never suggested otherwise), but it does not provide a
reason not to require those carriers to bear responsibility for per-call compensation. The CIC
instructs the LEC's switch to route a call to a particular trunk, which in turn carries the call to a
particular switch. In most cases, the switch owner is also the CIC assignee; in other cases, the
CIC assignee is necessarily in a contractual relationship with the owner of that switch, and can
arrange with the switch owner to perform the per-call compensation tracking function for it, just
as the switch owner already performs other call routing and tracking functions. It is no more
untoward to require the CIC assignee to bear responsibility for per-call compensation than it is to
use the CIC for the purpose of billing access charges.’

Second, Sprint suggests that assigning per-call compensation responsibilities to the CIC
assignee might discourage carriers from obtaining their own CICs. This amounts to a prediction

that the tail will wag the dog: the demand for CICs has been rapidly accelerating, and the

*See Letter of Richard Juhnke to Lawrence E. Strickling, CC Docket 96-128, at 6 (filed
Dec. 4, 1998).

SSprint notes that some resellers have CICs that are not activated nationwide. That
observation is irrelevant, for those resellers would only have responsibility for calls actually routed
to their CICs.




assignment of per-call compensation obligations is hardly likely to affect this trend. Moreover, to
the extent that it would be desirable to require resellers to obtain their own CICs, that issue may
be addressed directly; it hardly provides a reason to forego a solution to the per-call compensation
problem.

As Sprint acknowledges, it is in no party's legitimate interest for per-call compensation
obligations to go unpaid. The Coalition believes that the CIC code solution is both efficient and
fair, and will go some distance to reducing the weight of unpaid compensation obligations on the
per-call compensation system. The Commission should promptly seek comment on this proposal
and move to implement it as soon as possible.

Respectfully submitted,

Michael K. Kellogg f ES )
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